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ABSTRACT 

The purposes and known effects of student financial 
aid programs in U.S. higher education are reviewed. The rationale for 
the creation of federal, state, and institutional f inancial aid 
programs is considered, including state grant and scholarship 
programs, independent college programs, work-study programs, special 
purpose programs, and private financial support. A review of 
literature about the impact of student aid on equal educational 
opportunity, which spans 4 decades, covers the effects of aid 
programs on: access and choice, retention and persistence, and 
incentives and disincentives to save for college. Initially, federal 
programs aimed at rewarding veterans and reducing manpower shortages. 
More recently, they have aimed at removing financial barriers to 
higher education for low income students, promoting wider choice of 
institutions, rewarding talented students, preserving the dual 
public-private system of U.S. higher education, and increasing 
international understanding. Research indicates that student aid 
contributes to greater access and choice, even though it has had 
little impact on the participation of low-income students. According 
to the literature, college attendance is a function of many factors, 
including parents* education and income, academic preparation and 
ability, and motivation and attitudes. A 40-item reference list is 
appended. (SW) 
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Background 

This is the second of two background papers prepared 
as part of a study of financial aid policy issues in Cali- 
fornia undertaken during 1986 by the California Post- 
secondary Education Commission. The other paper 
focuses on State-funded financial aid in California but 
also discusses the extent of California's institutionally 
funded financial aid and trends and issues affecting 
financial aid for California's graduate students. 

These two papers will be followed by a summary report 
on issues and policy options for financial aid in Cali- 
fornia on which the Commission is scheduled to act in 
October 1986. 

This paper presents a two-part overview of the pur- 
poses and the known effects of student financial aid 
programs in American higher education. 

• Part One on pages 1-8 reviews the purposes of fed- 
eral, state, and institutional financial aid programs in 
terms of the rationale for the creation of these pro- 
grams. 

• Part Two on pages 9-15 discusses what is known 
about the impact of student financial aid on student 
decisions about whether and where to attend college as 
well as on student decisions or ability to persist in col- 
lege. Although somewhat inconclusive, the research 
reviewed in this paper provides evidence that student 
aid programs have increased access to higher educa- 
tion, have widened student choice among institutional 
options, and have resulted in greater persistence in 
college. Finally, little evidence exists that student aid 
provides disincentives for families to save for college. 

Additional copies of this paper may be obtained from 
the Publications Office of the Commission. Further in- 
formation about the paper may be obtained from Su- 
zanne Ness, the public information officer of the Com- 
mission, at (916) 322-0145. 
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Purposes of Financial Aid 



THIS report briefly reviews the purposes and the 
known effects of student financial aid programs in 
American higher education in order to assess the 
success of these programs in achieving their pur- 
poses. This first part of the report reviews the ra- 
tionale given for the creation of federal, state, and 
institutional financial aid programs. Part Two dis- 
cusses what is known about the impact of student fi- 
nancial aid programs on student decisions about 
whether and where to attend college as well as on 
student persistence in college and saving for college. 



Federal programs 

Historically, federally funded student financial aid 
programs, like state-funded and institutionally 
funded programs, have sought to achieve a variety of 
objectives, most of which have been prompted by 
broad social and economic concerns. Initially, feder- 
al programs aimed at rewarding those who contri- 
buted military service to the nation and at reducing 
manpower shortages in the economy. More recently, 
they have aimed at removing financial barriers to 
higher education for poor students (commonly refer- 
red to as the expansion of higher education opportu- 
nities), promoting wider choice of institutions, re- 
warding talented students, preserving the dual pub- 
lic-private system of American higher education, 
and increasing international understanding. 

The 1944 GI Bill and the 1947 

President's Commission on Higher Education 

The federal role as the provider of direct student aid 
began in earnest with the Service Man's Readjust- 
ment Act of 1944 (the G.I. Bill). According to the Ad- 
visory Commission on Intergovernmental Relations 
in 1981, the primary purpose of the act was not the 
promotion of education per se, but rather the promo- 
tion of national economic policy and national de- 
fense which "helped to smooth out the post war econ- 
omy's readjustment to the millions of ex-soldiers re- 
turning from war and to repay a national debt of 
gratitude for their wartime service" (p. 14). 



In 1947, President Truman's Commission on Higher 
Education made the most noteworthy effort to date 
to formulate a comprehensive federal policy toward 
higher education and, in particular, to student finan- 
cial aid. Indeed, the germinal ideas for all the key 
federal student aid programs (and many of the state 
programs) eventually enacted can be found in the 
Commission's report, Higher Education for Ameri- 
can Democracy, which argued that U.S. colleges and 
universities "can no longer consider themselves 
merely the instrument for producing an intellectual 
elite; they must become the means by which every 
citizen, youth and adult, is enabled and encouraged 
to carry his education, formal and informal, as far as 
his native capacities permit." 

The Commission noted that the increasing complex- 
ity of national life and world affairs made it impera- 
tive to convert America's "democratic ideal" into a 
"living reality" by eliminating the barriers to equal- 
ity of educational opportunity.* It contended that 
equal educational opportunity was unachievable un- 
less economic, racial, ethnic, and sexual barriers 
were eliminated, and it also recommended that such 
barriers be eliminated or minimized by providing fi- 
nancial assistance directly to students. 

The 1958 National 
Defense Education Act 

The National Defense Education Act (NDEA) in 1958 
rationalized the federal government's intervention 

* "Equal education opportunity* 1 has come to be seen as consisting 
of three basic parts ~ equal access to college, reasonable choice of 
institutions, and continuous support to promote retention and 
persistence. These elements can be given the following "generic" 
definitions: 

Access: The provision of sufficient support to guarantee that 
students can attend the least costly alternative for which they 
qualify. Access is provided through low or no public tuition and 
fees, as well as direct student aid for subsistence, supplies, trans- 
portation, and other costs. 

Choice: The provision of sufficient support to enable students to 
choose among the institutions for which they qualify. 

Retention or persistence: The rate at which enrolled students 
complete a predetermined period of study. Retention rates are 
typically computed either on the basis of an academic year or 
persistence to the completion of degree requirements. 
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in higher education for the purpose of countering the 
advances of Soviet technology as manifested by the 
launching of Sputnik. To promote broader educa- 
tional access and equal opportunity, the act provided 
student loans "for the purpose of expanding the pool 
of educated manpower for an increasingly technolog- 
ical society" (Congressional Budget Office, 1980, p. 
1). According to Martin Kramer, a long-time observ- 
er of student aid, the act was less concerned with 
providing educational opportunity as such than with 
recruiting the talented (1983, p. 62): 

The rationale behind the National Defense Ed- 
ucation Act (NDEA) of 1958 . . . was not that the 
nation owed a special group an opportunity for 
education but that the nation needed a special 
group - the talented - whose education could 
help in scientific and technological competition 
with the Soviet Union. 

The 1965 Higher Education Act 

While the Economic Opportunity Act of 1964 estab- 
lished the College Work-Study Program, the land- 
mark Higher Education Act of 1965 -- a tribute to 
the Johnson administration - cemented a platform 
of federal support for both higher education institu- 
tions and students, while advocating full education- 
al opportunity as the national goal. Title IV of the 
Act created a need-based student aid delivery sys- 
tem that included the Educational Opportunity 
Grant Program (later redefined as the Supplemental 
Educational Opportunity Grant Program) and the 
Guaranteed Student Loan Program. While the 
grant program was targeted at low-income families, 
the loan program aimed at easing the economic pres- 
sures confronting middle-income and upper-income 
families. The writers of the act were particularly in- 
terested that federal student aid serve educational 
"equity 1 ' - that is, equal or uniform treatment of in- 
dividuals from similar economic circumstances. 
Specifically, they perceived the aid programs au- 
thorized by the act as critically important in reach- 
ing the goals of educational equity, equality of op- 
portunity, and greater involvement of minorities in 
higher education. As one scholar in the field pointed 
out, "perhaps as much as or more than equity by 
family income, considerations of racial equity were 
the driving forces behind the student aid programs 
of the late 1960s and early 1970s" (Leslie, 1977, p. 
29). 



The 1972 Higher Education Amendments 

The purpose of what became the Higher Education 
Amendments of 1972 was clearly articulated by 
President Nixon in his March 1970 message to Con- 
gress on higher education: 

The security of the Nation requires the fullest 
development of the mental resources and tech- 
nical skills of its young men and women .... 
We must increase our efforts to identify and 
educate more of the talent of our Nation. This 
requires programs that will give assurance that 
no student of ability will be declined oppor- 
tunity for higher education because of financial 
need. 

The Higher Education Amendments of 1972, which 
have been described as "the most sweeping aid to ed- 
ucation bill ever enacted," considerably enhanced 
the democratization of college opportunities in 
America. Their centerpiece was the Basic Educa- 
tional Opportunity Grant (BEOG) Program — now 
called the "Pell Grant" Program - which solidified 
Congressional commitment to equal education op- 
portunity and, more importantly, to the federal gov- 
ernment's new policy of aid to students rather than 
jto institutions. To students whose families 1 esti- 
mated financial resources for meeting college costs 
were less than a stipulated amount (the "ceiling"), 
this program awarded aid equal to the difference be- 
tween their estimated resources and the ceiling. 
Particularly important, its formula determined eli- 
gibility as well as award size solely on the basis of fi- 
nancial need, while being blind not only "to any dis- 
tinction among students on the basis of their talents, 
their special claims on the public, or their institution 
and its location," but also "to the relative poverty of 
the student, since by lowering or raising the ceiling 
figure, eligibility could be restricted to the destitute 
or opened to the affluent" (Kramer, p. 64). 

With the BEOG program well accepted as the federal 
government's "access" program, a principal source of 
"choice" in federal aid dollars appeared to be in the 
Supplemental Educational Opportunity Grant 
(SEOG) Program, where the implications for the pri- 
vate sector were promising. "By providing grants to 
students of exceptional need," according to Robert N. 
Kelly, "this program offers an excellent opportunity 
to close the tuition gap" (1980, p. 19). Another source 
of "choice' 1 created by the 1972 legislation was the 
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State Student Incentive Grant (SSIG) Program, 
which sought to induce a greater state role in stu- 
dent aid by providing federal matching funds for 
need-based state scholarship programs. In Public 
Policy and Private Higher Education (1978), David 
Breneman and Chester Finn depicted the SSIG pro- 
gram as the best vehicle through which the federal 
government could support "choice/' particularly 
since they viewed the states as "the most likely 
source of future growth in student assistance pro- 
grams and the best place to develop choice programs 
because many such programs already exist at the 
state level" (p. 23). 

The 1978 Middle-Income Student 
Assistance Act and cutbacks during the 1980s 

The Middle-Income Student Assistance Act of 1978 
greatly expanded the base of student eligibility for 
federal aid, but by 1981 the era of dramatic growth 
in student aid funding had ended. In the early 
1980s, federal aid policy was being challenged by po- 
litical as well as fiscal realities — characterized by a 
new administration intent on reducing the role of 
government in public affairs, as well as austerity 
measures to control the burgeoning federal deficit. 
Policy makers were increasingly concerned about 
the accountability and efficacy of federal aid pro- 
grams in serving the truly needy and motivated. 
Nonetheless, following early attempts by the Rea- 
gan administration to slash the budget and reduce 
the federal role in higher education, Congress con- 
ceded few major changes in the student aid pro- 
grams until the Gramm-Rudman Balanced Budget 
Amendment of 1985. Thus existing federal aid pro- 
grams remained largely intact, as Charles Sauders 
of the American Council on Education observed 
(1983, p. 119): 

Remarkably, the system of federal aid remains 
essentially unchanged. Despite its complexi- 
ties, uncertainties, and redundancies, the struc- 
ture has proved less vulnerable than it had ap- 
peared. It has absorbed the most powerful as- 
sault ever made on its foundations and survived 
without permanent damage. Congress, urged 
to make radical changes, has chosen more of the 
same instead. 



State programs 

Historically and constitutionally, the primary re- 
sponsibility for funding higher education in America 
has resided with the states. In essence, the states 
provide students with two forms of public subsidy- 
student financial assistance, and low educational 
costs charged through low tuition and fees made pos- 
sible by state appropriations to public colleges and 
universities. According to J^ne Johnson (1981, p. 
35): 

For what appear to be primarily historical rea- 
sons, some states have made extensive use of 
the student aid mechanism; others have funded 
higher education almost exclusively through 
appropriations to public institutions which in 
turn offer waivers or low tuition to students . 

Some states with strong private college sectors, such 
as Massachusetts, Minnesota, New York, and Ver- 
mont, have allocated large sums of monies to student 
financial aid. On the other hand, in low-tuition 
states such as Arizona, California, and Texas, where 
the presence of independent institutions is small (in 
relative terms), state funds for student aid are also 
small. 

The purposes of state student aid programs have 
largely matched those of the federal programs by 
promoting equal access and choice to higher educa- 
tion for all, especially lower-income groups. How- 
ever, state programs vary considerably due to the di- 
versity among states in their interests, traditions of 
higher education, demographics, and wealth. 

A recent definition of the purpose of state-funded 
student aid programs is provided by Boyd (1975, pp. 
118-119): 

1. Manpower needs-that is, to recruit future 
teachers or nurses. 

2. Veterans' benefits (dating back to the Civil 
War). 

3. Assistance to the physically handicapped for 
vocational training. 

4. Recognition of academic achievement and po- 
tential. 

5. Inclusion of financial need along with aca- 
demic ability. 
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6. Emphasis on financial need, rather than 
ability, as main criterion. 

7. Elimination of categorical programs, with 
specific targeted recipients subsumed in 
large comprehensive programs. 

8. Provision for use of scholarship and grant 
awards at private colleges and universities. 

9. Appropriation of fluids to meet matching re- 
quirements of federal student aid programs. 

Unlike the federal programs, state student aid pro- 
grams cannot easily be summarized, not only be- 
cause each state system of higher education is 
unique, but also because each state has created aid 
programs designed to meet its own special needs 
and objectives for higher education. Indeed, the 
states operate significantly different scholarship or 
grant programs, and some but not all have created 
state-funded work-study programs, student loan 
programs, and other aid programs for their in- 
dependent institutions. In addition, state methods 
of coordinating state and federal aid vary signifi- 
sCantly. 

In most states, the major objective of student fi- 
nancial aid has been "to provide sufficient financial 
support so that, in combination with federal and 
institutional funds and parental and 3tudent con- 
tributions, each qualified student who demon- 
strates need can afford to attend the postsecondary 
institution of his or her choice" (Herndon, 1982, p. 
39). The importance of this commonly shared 
objective is that it is premised on the goals of ac- 
cess, choice, and retention — all of which are im- 
portant concepts, and "catchy" words, in the cur- 
rent language of student aid policy. In order to ac- 
complish these as well as other important state ob- 
jectives, a multitude of state student aid programs 
are currently operating across the country. What 
is learned from scanning these programs nation- 
ally is the differences among them: Some are 
strictly need-based, while others are strictly non- 
need based; some are limited to students at public 
institutions, while others serve only private college 
students. Yet when one attempts to identify the 
common or most salient characteristics of these 
programs as well as the purposes for which they 
were designed, a number of program "categories" 
emerge. A treatment of the purposes of all state aid 
programs is not practical or feasible here, but a 
discussion of selected examples in each of these 
categories can serve this review well. (An exhaus- 



tive and thorough description of all state student 
aid programs is published annually by the National 
Association of State Scholarship and Grant Pro- 
grams.) 

State grant programs 

One category of state student aid programs is more 
common than any other, namely; the need-based 
grant programs, which are open to all students re- 
gardless of previous academic performance. As in- 
dicated below, the primary purpose of these pro- 
grams has been to serve student access and choice; 
in many cases, they have enabled even middle-class 
students to enroll in more expensive, selective in- 
stitutions. 

This type of program is more truly an access 
program than the scholarship type. But 
again, most states use a relative-need system 
for awarding funds, which clearly favors the 
independent sector and which explains why 
most state programs are choice programs. 
Because these programs are rarely fully 
funded, they tend to provide relatively little 
assistance to public college students. They 
do enable the middle-class student to attend 
the higher-cost selective institution, while 
less selective independent colleges with low- 
er tuitions attract the more needy student 
(Kelly, 1980, pp. 24-25). 

Florida's Student Assistant Grant Program and 
California's Cal Grant B Program fall under this 
category. For instance, in 1970 the California Leg- 
islature established the Cal Grant B Program - 
the second of the state's financial aid programs — 
for the purpose of assisting low-income, education- 
ally disadvantaged students by providing grants to 
cover subsistence costs immediately, and tuition 
and fees after the first year. While the program re- 
quires that at least half of all the new recipients 
initiall attended a Community College, it neverthe- 
less provides some degree of student choice among 
California's different public and private institu- 
tions. 

State scholarship programs 

This category of state student assistance programs 
includes the scholarship or merit-based programs 
in which student eligibility is based mostly on 
academic criteria such as standardized test scores, 
high school GPA, and high school class rank. Recog- 



10 



nized as the first state student assistance programs 
to be established, their primary purpose has been 
to provide in-state enrollment incentives to the 
state's most talented and, in the process, to help 
private institutions by defraying the private col- 
lege tuition costs borne by talented students from 
families with modest means. While these pro-* 
grams originally focused on serving selected inde- 
pendent institutions rather than student access, re- 
cent changes among the states in program eligibi- 
lity criteria, in addition to increased program fund- 
ing, has increased access to the programs (Kelly, 
1980, p. 24). 

Indeed, the predecessor to California's Cal Grant A 
Program — the State Scholarship Program, estab- 
lished in 1956 - is more akin to this type of pro- 
gram than is its replacement. According to the 
California Postsecondary Education Commission 
(1982, p. 63), the State Scholarship Program was 
created to meet the more limited objective "of as- 
suring that independent colleges were available to 
a limited number of highly talented students as an 
alternative to public institutions." 

Independent college programs 

A third category of state program can be termed 
the "independent college programs." Participation 
in these programs is limited to students attending 
independent institutions, and is designed to elimi- 
nate the tuition gap for needy students. "For high- 
need students, the award from this type of program 
coupled with a BEOG often results in lower net costs 
than at a public college" (Kelly, 1980, p. 25). It 
seems apparent that the primary purpose of these 
programs is to guarantee institutional choice, par- 
ticularly to poor students, in addition to placing the 
state's independent institutions in a healthy com- 
petitive position. 

Connecticut's Independent College Student Grants 
Program and Texas' Tuition Equalization Grants 
Program clearly fall into this category of program. 
At the present, no comparable program exists in 
California. 

College work-study programs 

A fourth category of programs consists of state- 
funded college work-study programs. A recent 
study by the College Board (1985) reports that 
interest in student work-study programs has in- 
creased dramatically in the states in recent years. 

H 
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According to the Board, "Some 17 states now fund 
student work study programs, and another 15 have- 
plans for such programs at various stages of devel- 
opment" (1985, p. 15). Among the reasons given by 
the Board for this surge in interest in college work- 
Study programs is that "state educators and legisla- 
tors are concerned about the same problems appar- 
ent on the national scene - rising higher education 
costs, decreasing access opportunities for lower- 
and middle-income students, and sharpened public 
perception that loan burdens of these students and 
their families are unreasonably high" (p. 17). 
Other explanations for the states' growing interest 
in these programs, as noted by the Board, include: 

1. The need that state colleges and universities 
have for additional student aid resulting from 
the necessary hike in their tuitions; 

2. The need to provide student jobs that are more 
integrated with educational programs — arising 
from "the pressures of recent reports calling for 
the improvement in the higher education sys- 
tem, as well as persistent student demands for 
greater choice relevance in college studies" ; 

3. The political popularity embedded in the idea of 
helping students work their way through col- 
lege; and 

4. The attractiveness of "the matching feature of 
the programs, which requires additional dollars 
to be generated by employers beyond state ap- 
propriation levels" (p. 17). 

Indeed, the above discussion makes it clear that the 
purposes of college work-study programs are mul- 
tiple. While California recently introduced legisla- 
tion to create such a program, states such as Mon- 
tana, Minnesota, North Carolina, and New York, 
already operate state work-study programs. A re- 
cent article, "Work Study: A Program to Fit the 
Times?" by a leading state observer (Mingle, 1985), 
anticipates the importance of the state work-study 
idea in the near future. 

Special purpose programs 

Included in this final category are those state stu- 
dent aid programs whose purpose is to encourage 
student participation in particular fields of study; 
to assist dependents of constituencies, such as vet- 
erans or police officers; or to serve particular 
groups, such as Native American students. Good 
examples of these programs are Florida's Seminole- 
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Miccosukee Indian Scholarship Program, Massa- 
chusetts' War Orphans Program, and Connecticut's 
High Technology Graduate Scholarship Program. 
California's Bilingual Teacher Grant and Law En- 
forcement Personnel Programs also fall into this 
category. 

This review of current state student aid programs 
indicates that their purposes closely resemble those 
of federal aid programs, in that both espouse the 
goals of promoting equal access to higher education 
for all, and especially for low-income and other edu- 
cationally disadvantaged students; of meeting the 
demand for skilled labor; of remedying past injus- 
tices; of expanding student choice; of ensuring the 
survival of certain types of institutions; and, in some 
cases, of achieving political compromises by ensur- 
ing financial relief for middle-income families. 



Institutionally funded programs 

Throughout their history, American colleges and 
universities have awarded both need-based and non- 
need-based financial assistance to their students. 
Indeed, long before state and federal student aid 
programs came into existence, American students 
were extended opportunities to higher education in 
the form of institutionally funded scholarships. 

The purposes of institutionally funded student aid 
programs are numerous, and they vary depending 
on the objectives and aspirations of the institution. 
For the most part, however, these programs com- 
plement the federal and state goals of serving stu- 
dent access and institutional choice, of attracting 
and rewarding talented students, and of improving 
student persistence and retention. Understandably, 
however, unlike their governmental counterparts, 
institutional aid programs have as their major ob- 
jectives the securing of institutional integrity and 
autonomy, the promoting of institutional vitality, 
and — in some cases — the ensuring of institutional 
survival. 

Today, institutionally funded student aid include 
need-based grants, non-need-based academic schol- 
arships, athletic and artistic scholarships, college- 
sponsored work-study programs, fellowships, re- 
search and teaching assistantships, institutional 
long-term loans, employee-benefit discounts and 
waivers, and discounts and waivers for employee 
dependents. The criteria used by institutions to 
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determine the type and size of need-based and non- 
need-based awards says much about their goals and 
aspirations. For example, as Richard Dickmeyer 
says, "need-based institutional aid is generally used 
to augment federal and state need-based programs, 
thus promoting greater access to college for pros- 
" pective students who would otherwise have difficulty 
paying for their education" (1981, p. 31). Need-based 
aid also clearly serves to promote student choice, but 
the extent to which choice is actually promoted 
depends on the tuition levels of the institution and 
the resulting "net costs" facing the students despite 
the aid. For instance, both access to college and stu- 
dent choice of institution is best fostered when high- 
tuition, selective institutions award large amounts 
of institutionally funded need-based awards. 

By comparison, non-need-based institutional awards 
serve largely as recruitment devices or as rewards 
for outstanding achievement. They are extended to 
those students who are likely to contribute positively 
to the institution's student-body profile, educational 
environment, and reputation. Thus they operate as 
a tool for the selective recruitment of students who 
have special academic, athletic, and artistic abili- 
ties, or who can enrich the culture of the institution. 

. One of the key purposes of institutional aid is to pre- 
serve or enhance an institution's financial health. 
Because institutionally funded student aid plays a 
major role in an institution's pricing policy, its po- 
tential impact on the institution's financial vitality 
can be substantial. Specifically, institutional offers 
of aid influence student demand and students' per- 
ceptions of the cost-benefit of the institution's edu- 
cational offerings. In turn, aid serves to influence 
the institution's enrollments and, hence, its inflow of 
tuition and fee revenue. Many "demand" studies of 
the effect of price on enrollment have noted the im- 
portance of institutionally funded student aid in in- 
fluencing student decisions to attend particular in- 
stitutions. Thus some positive changes in an insti- 
tution's market position and, consequently, in its fi- 
nancial health, are feasible through effective and ef- 
ficient offers of institutionally funded aid. 



Private donors and employers 

The history of philanthropy to financially needy stu- 
dents in American higher education is a long-stand- 
ing and proud one - dating back to 1643, when Lady 
Anne Mowlson left 100 pounds to Harvard College to 
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assist poor scholars (Hood and Maplethorpe, 1980, p. 
61). It continues to this day, as illustrated by these 
examples from a recent statement by the National 
Association of State Universities and Land-Grant 
Colleges and the American Association of State Col- 
leges and Universities on "The Impact of Private 
Investment on Public Colleges and Universities' 1 
(1985, pp. 3-4): 

A Projected Leadership Program at the Uni- 
versity of Connecticut, funded by corporations 
and individuals in the state, provides schol- 
arships to promising minority students to free 
them from the need to take outside jobs to 
meet educational costs. 

More than $1.5 million has been provided by 
private sources to generate scholarships for 
students in the School of Agriculture and Na- 
tural Resources at the California Polytechnic 
State University in San Luis Obispo. 

A grant of $805,850 by the Benedum Founda- 
tion of Pittsburgh is designed to match West 
Virginia University's Foundation funding in 
financing a doctoral fellowship program to at- 
tract outstanding students, shorten the time 
required to earn a degree, and compensate for 
cutbacks in federal support. 

A gift of $1 million in appreciated stock securi- 
ties to the University of Tennessee from former 
mail carrier Clayton Arnold assists students 
planning to be teachers. 

The goal of such philanthropy from private citizens, 
foundations, and corporations has often been simply 
that of serving as a supplemental source of support 
for any students that colleges or universities deter- 
mine to be in need. Not infrequently, however, its 
goal has been to aid special types of students — such 
as those from particular localities, in particular spe- 
cialties, or even with particular family names. To- 



day, for example, many corporations underwrite- 
postsecondary education for employees, both 
through in-house contracted instruction and through 
tuition-remission or tuition-aid programs for on- 
campus instruction, and the purpose of this assis- 
tance tends to be career related, if not job specific. 
While some employers will reimburse employees for 
any type of course or program taken at an approved 
college or university, others limit reimbursement to 
courses related to the employees' work. Thus Ernest 
Lynton contends, "corporate education continues to 
be, by and large, a tactical, not strategic, device to 
satisfy immediate needs" (1983, p. 19); and Suzanne 
Morse concludes that "the short-term training and 
education required for a particular project, product, 
or technology may often take precedence over long- 
term educational objectives, and the reasons most 
often given for this approach are money and time" 
(1984, p. 3). 



Conclusion 

Numerous rationales have been developed by the 
federal and state governments, by institutions of 
higher education, and by private donors and em- 
ployers for student subsidies. Over the past four de- 
cades, student financial aid programs have assumed 
many functions, but either implicit or explicit in 
these rationales is the widely held perception that 
student aid — and through it, higher education - can 
contribute to the solution of many of society's ills. 

Because the advocates of student aid are many - and 
some of them are quite powerful - ambitious pur- 
poses of student aid will continue to be proclaimed 
and defended. At a minimum, these advocates stand 
Firm on the belief that student aid is the best vehicle 
for advancing equal educational opportunity. 
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Effects of Financial Aid 



TO what extent has student financial aid accom- 
plished its objectives? Although inconclusive to 
some degree, the research reviewed in this part of 
the report provides evidence that student aid has in- 
creased access to higher education, widened student 
choice among institutions, and resulted in greater 
persistence in college. Research findings based on 
national data illustrate the methodological com- 
plexities of assessing the impact of student aid on 
participation in higher education by the poor, and 
while these findings indicate that this aid has done 
little to increase participation by low-income groups, 
they confirm that this aid has made some difference. 
Today, a larger portion of high-ability but poor stu- 
dents are in college than 25 years ago, and consider- 
able gains have been made by women, followed by 
racial minorities. 

This review of the literature about the impact of 
student aid on the achievement of equal educational 
opportunity spans four decades and covers inves- 
tigations ranging from broad nationwide surveys to 
narrowly focused single-institution studies. For the 
purpose of clarity, the following pages first discuss 
the effects of aid on access and choice, then its im- 
pact on retention or persistence, and, finally, its con- 
sequences for the willingness of parents and stu- 
dents to save for college. 



Effects on access and choice 

At least nine studies over the past 11 years on the 
impact of student aid on access and choice warrant 
review here. 

Fife, 1975 

In 1975, Jonathan D. Fife conducted an exhaustive 
review of some 165 studies on the effects of student 
aid on equal educational opportunity. He reached 
the general conclusion that aid plays a significant 
role in encouraging opportunity, but with two ca- 
veats — first, that other factors, such as family val- 
ues or quality of academic preparation, may have a 




greater impact on access and choice than aid, and 
second, that: 

The current available research is equivocal 
about the extent to which student aid is a viable 
means to promote the goals of access and choice. 
This lack of precision is due both to the complexi- 
ty of the various influences that affect a stu- 
dent's desire to pursue further education and the 
style of research used to examine this problem. 
Research studies have identified four major 
influences that affect both access and choice: par- 
ental influence, academic ability and achieve- 
ment, financial strength, and peer influence. 
However, these studies have not identified con- 
clusively the order of importance of these influ- 
ences, nor ^ave they identified to what degree 
each influence is the result of the other. For ex- 
ample, what degree of parental support is the 
result of the parents' financial strength or their 
perception of their children's ability to benefit 
from a further education? (p. 51). 

According to Fife, while research through 1975 did 
not determine the effectiveness of financial assist- 
ance in achieving access and choice as compared to 
other means, it did demonstrate that this assistance 
was of significant benefit for those students who 
were motivated to continue their education. Per- 
taining to this finding, Fife stated (p. 52): 

the type of education to which a student aspires 
is influenced by his confidence: (1) that he can 
afford an institution, and (2) that he has suffi- 
cient resources to achieve his overall objectives. 
If a financially disadvantaged student is quali- 
fied to attend a university but does not know how 
much assistance will be received, there is a 
greater chance that he will aspire only to insti- 
tutions he can realistically afford. 

Fife and Leslie, 1976 

In 1976, Fife and Larry L. Leslie surveyed recipients 
of scholarship and grant programs in California, 
New Jersey, New York, and Pennsylvania in order 
to assess the extent to which these programs were 
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achieving their access and choice objectives. They 
found that almost 50 percent of the respondents 
indicated that they would not have enrolled without 
aid and that their institutional options were in- 
creased as a result of state student aid, since be- 
tween 68 and 88 percent more of them were attend- 
ing their first-choice institutions - even high-cost 
private four- and five-year colleges and universities 
— than were appropriate comparison groups. Thus 
Fife and Leslie concluded that state scholarship and 
grant aid was a substantial factor in furthering the 
goal of equal educatioi*al opportunity. 

Suter and Leslie, 1977 

In 1977 two major investigations of the impact of 
financial aid on access largely contradicted Fife's 
conclusions of 1975 that student aid had a beneficial 
impact on participation rates of low-income stu- 
dents. 

• In Trends in College Enrollments by Family In- 
come for Regions of the United States, Larry E. 
Suter reported that on the basis of U.S. Census 
data, participation rates of low-income 18-to-24- 
year olds (as determined by family income) re- 
mained almost unchanged between 1968 and 
1975. Suter also found that participation rates for 
Black students increased considerably between 
1970 and 1976, but the participation of high- 
income Black students was substantially higher 
than thtv; of low-income Black youth. 

• In Higher Education Opportunity: A Decade of 
Progress, Larry L. Leslie used data from both the 
U.S. Census and the Cooperative Institutional Re- 
search Program to assess the degree of progress 
made in the previous decade among the poor, mi- 
norities, and women in meeting the three major 
goals of student aid - access, choice, and retention 
or program completion. Pertaining to retention or 
program completion, Leslie reported that none of 
the three target groups fared well, but he also 
added that trend data needed for assessing their 
progress were lacking. More encouragingly, he 
reported that the status of racial minorities in 
American higher education had improved con- 
siderably over the previous decade and that parity 
in college access and choice had been achieved for 
minority students as a whole. He noted, however, 
that while low-income youth improved their 
position over this period vis-a-vis other income 
groups, they continued to be underrepresented in 



higher education. In other words, this finding 
paralleled that of Suter; namely, that partici- 
pation rates of low-income groups had changed 
very little despite the growth in federal student 
aid. As Leslie cautioned early in his report (p. 2): 

. . . it should be acknowledged that in addition 
to student aid, numerous other variables act to 
affect enrollments. Money or the lack of it is 
not the major force acting on the attendance 
decision for many students. The impression 
should not be gained that student aid will solve 
national equality problems. 

Astin, 1978 

In 1982, Steve He radon cautioned legislators and 
policymakers about making inferences from re- 
search such as that of Suter and Leslie because it 
was not methodologically capable of, or appropriate 
for, assessing the direct impact of student aid. He 
argued, instead, that "multivariate analysis is the 
best method for such research because it permits the 
researcher to separate the independent effects of 
different variables" (p. 40). 

According to Herndon, one major study to employ 
that methodology was Alexander Astin's The Impact 
of Student Financial Aid Programs on Student 
Choice (1978). The key objective of Astin's study was 
to ascertain whether various federal and state finan- 
cial aid programs influenced secondary school stu- 
dents' decisions about what type of postsecondary 
institution to attend. The multivariate analysis 
that he conducted served to determine how students' 
institutional choices were affected by (1) student 
characteristics such as high school grades, ability 
test scores, sex, race, family education, and family 
income; (2) the characteristics of the students' edu- 
cational environment; (3) state and federal financial 
aid programs; and (4) student aid packages offered 
by competing educational institutions. Among his 
major findings were the following: 

• In states where the per-student award was large, 
students tended to enroll in home-state institu- 
tions - usually in small, nonselective, private col- 
leges, or in public community colleges. 

• In states receiving large amounts of federal cam- 
pus-based program dollars per student, a majority 
of students enrolled in out-of-state colleges and 
more chose high-cost and highly selective insti- 
tutions. 
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• In states with substantial aid programs, high- 
ability students tended to select private institu- 
tions, while low-ability students tended to enroll 
in public institutions and especially in two-year 
colleges, (Astin reasoned that this development 
was a result of the merit component often built 
into state aid programs, which serves to limit eli- 
gibility to the highest achieving students.) 

• When state aid program appeared to be strong 
and .effective, high-ability students seemed en- 
couraged to select an institution in their home 
state. 

• Students tended to select the institution which 
offered the largest grant award, and they were 
less sensitive to the relative amounts of loan or 
work-study assistance offered. 

• Once students knew the relative size of the grant 
offer, the total size of the aid package did not seem 
to affect student choice of institution. 

• When students were confronted with a decision 
between competing public and private institu- 
tions, the final decision was based primarily on 
"net tuition" - that is, tuWon minus total finan- 
cial aid. The smaller th tuition" of the pri- 
vate institution, the more <- .^an students selected 
that institution. 

In conclusion, Astin's data not only supported the 
view that federal and state financial aid programs 
exert a major influence on student "choice" decisions 
but also enhanced understanding of how various 
types of programs affect these decisions. 

Hansen, 1983 

In 1983, W. Lee Hansen used two sets of data to as- 
sess the effectiveness of financial aid programs in 
widening access to college, as measured by the ex- 
tent to which the number of college-age youth at- 
tending or planning to attend college increased as a 
result of the availability of federal assistance. One 
set of data, from the Current Population Survey, 
compared enrollment rates for college-age youth by 
sftx, ethnic background, and family income level. 
The other, from two longitudinal surveys of high 
school seniors - the National Longitudinal Study of 
the High School Class of 1972, and High School and 
Beyond: A National Longitudinal Study of the 1980s 
- compared planned and realized enrollment rates 
for high school seniors by socioeconomic status and 
ability levels. Hansen concluded as follows (p. 39): 



This review of data on enrollment expectations 
has failed to produce any substantial evidence 
that the greater availability of student finan- 
cial aid from 1972 to 1980 altered the college 
enrollment plans of high school seniors differ- 
' entially by socioeconomic status [SE5] and abili- 
ty. While some of the minor increases for low- 
SES relative to high-SES students are consistent 
with possible positive effects of financial aid, 
there are enough other changes for middle- and 
high-SES students to cloud any conclusion that 
might be drawn about the efficiency of student 
financial aid in affecting access. 

In attempting to explain his findings, which obvious- 
ly were contrary to expectations, Hansen offered the 
following plausible explanations: 

• First, perhaps financial aid was "insufficiently 
well targeted significantly to affect access" (p. 95). 
That is, because the aid also sought to serve 
"choice," many middle-income and some upper- 
income students qualified for aid, thus blunting 
the access-improving impact of aid directed to 
lower-income students, 

• Second, perhaps the amount of student aid offered 
was insufficient to generate the anticipated re- 
sponse. "Moreover, to the extent that lower-in- 
come students believe their future income pros- 
pects are not favorable, the inducements to attend 
college offered by financial aid may have been too 
low to produce any large-scale response" (p. 95). 

• Third, perhaps if the amount of financial aid had 
been less than it was, enrollment rates of low-in- 
come students would have declined or increased 
less than they did. 

Zollinger, 1984 

In 1984, Richard A. Zollinger examined factors 
associated with students' choice decisions, based on a 
sample of 2,567 aid recipients from the Illinois State 
Scholarship Commission. On the basis of these data, 
Zollinger arrived at two major conclusions: 

• First, private colleges appeared to be most af- 
fordable for high-achievement students as well as 
for a few affluent middle- and lower-achievement 
students. This implied, according to Zollinger, 
that middle-achievement, middle-income aid reci- 
pients were unable to attend expensive private in- 
stitutions although they were admissible to them. 
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• Second, differences in college choice were linked 
to family income, in that students with higher 
family incomes were more likely to afford a 
greater range of college choices than lower-in* 
come aid recipients, when race, sex, and academic 
achievement were controlled. The implication, 
Zollinger added, was straight forward: "Financial 
aid does not sufficiently compensate for student 
differences in parental income, particularly 
among low-achievement, low-income Blacks and 
other minorities'* (p. 130). 

New York State, 1 984 

A 1984 survey conducted by the New York State 
Higher Education Services Corporation examined 
the role of financial aid in college access and choice 
for different ethnic groups in New York. It found 
that Black, Hispanic, and Asian aid recipients (in 
that order) were more likely than Caucasian recipi- 
ents to perceive financial aid as "essential" in their 
access to college. According to the Corporation, this 
difference may stem from the fact that minority stu- 
dents were more dependent on need-based aid than 
majority students or that smaller percentages of mi- 
nority students received financial support from their 
parents. The survey also found that minority stu- 
dents attached a greater significance to scholarships 
than other students in determining their choice of 
institution. The Corporation concluded that "this 
reflected the higher incomes and relatively greater 
dependence on loans and family contributions rather 
than need-based aid among Caucasian full-time un- 
dergraduate respondents" (p. 28). 

Leslie, 1984 

Using data from the National Longitudinal Study 
and the Cooperative Institutional Research Program 
surveys, in 1984 Larry Leslie examined changes 
over time in the amounts financed by various stu- 
dent groups, including racial minorities, part-time 
attendees, and low-income youth. The following are 
among his major findings: 

• Overall, student "opportunity to enroll" has been 
enhanced through lower net prices in higher edu- 
cation. 

• The net price paid by students in the National 
Longitudinal Study tends to be highest for His- 
panic students, followed by Asian Americans and 



white students, while the lowest are paid by 
American Indian and then Black students. 

• Equity or "equalness" by racial or ethnic group 
does not exist when the "share" of college expens- 
es paid is considered, because students in public 
and two-year institutions pay higher net price 
shares, and minorities disproportionately attend 
these institutions. 

• With regard to ability, need-based student aid 
programs tend to favor lower-ability students, and 
these students tend to receive less financial aid 
from family and friends, borrow slightly less, earn 
less, and attend less expensive institutions than 
more able students. Leslie reasons that because 
federal need-based grant programs provide dis- 
proportionately more money to low-ability stu- 
dents than to the highly able, institutional and 
state grant programs target their resources more 
to high-ability students. 

Ahumada, 1985 and 1986 

Two state tuition and student-aid case studies of 
Connecticut and Minnesota by Martin Ahumada for 
the Education Commission of the States reveal what 
government staff and political leaders active in high- 
er education in those two states believe to be the ma- 
jor driving forces behind student decisions about 
attending college: 

In Connecticut, the Board of Governors' staff em- 
phasized that no statistical evidence existed to show 
that recent tuition increases there had negatively 
affected enrollments in any of Connecticut's seg- 
ments of higher education - or that the "stated" or 
"advertised" price, as opposed to the "net price," of 
higher education in Connecticut had influenced stu- 
dents' decisions to attend college. They argued that 
student perceptions of quality were more important 
than price considerations. That is, according to Ahu- 
mada (1986, p. 32): 

. . . student decisions to attend college are based 
not as much on the price tag as on (1) family tra- 
ditions and expectations, (2) student ability and 
past academic performance, (3) the location and 
attractiveness of an institution, and (4) the 
uniqueness of the program. It was pointed out, 
for example, that more upper-income students 
are being attracted to the University of Con- 
necticut because they have learned the insti- 
tution is capping its enrollments and becoming 
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more selective in its admissions. Finally, board 
members contend that the quality of academic 
and career counseling at the high schools does 
more to influence student decisions about col- 
lege than do price matters. 

In Minnesota, according to Ahumada (1985, p. 32), 
"the general feeling is that studentdecisions wheth- 
er to attend and where to attend are not made on the 
basis of finances (prices) but are influenced more by 
actions taken by peers (i.e., f, My friend will go to col- 
lege in St. Cloud, so 1 will too"). 

To summarize the above research on access and 
choice, the evidence is clear that student financial 
aid contributes to greater access to college and wider 
choice among institutions, even though it has had 
little impact on the participation of low-income stu- 
dents. Perhaps the most consistent finding in the lit- 
erature is that a students' likelihood of attending 
and completing college is determined as much, if not 
more, by the education and income of his or her par- 
ents and by his or her academic preparation and 
ability. The importance of student aid, then, is not 
in dispute, but rather the belief that student aid by 
itself can do so much to solve the nation's problem of 
inequality of educational opportunity. Indeed, wider 
participation of low-income youth in higher educa- 
tion is unlikely without social and educational inter- 
ventions to improve students' attitudes — some of 
which are cultural - about higher education, their 
knowledge of the availability and process of finan- 
cial aid, and their academic preparation. 



Effects on retention and persistence 

Two reviews of the literature on the impact of stu- 
dent financial aid on retention and persistence — 
those of Herndon (1982) and Voorhees (1985) - are 
excellent references and form the basis for some of 
the following summary. 

Astin, 1964, 1973, and 1975 

Without question, Alexander Astin's research com- 
prises a considerable amount of the pertinent litera- 
ture on the factors affecting student retention and 
academic achievement. One of his early studies on 
college dropouts (1964) revealed that academically 
talented students who dropped out of college were 
likely to come from lower socioeconomic back- 



grounds and to have lower college aspirations than 
those who graduated. This finding implied to Astin 
that intelligence was of less importance than 
ordinarily assumed in predicting students' academic 
attainment. 

In 1973, Astin reported that the provision of a grant 
would increase the odds of completing college in four 
years by 10 percent, with the odds increasing to 15 
percent if the grant comprised a significant propor- 
tion of the student's total support. In the case of a 
student who received no financial aid — neither 
grants or loans — the probability of completing 
college in four years actually dropped by 15 to 20 
percent. 

Among the few studies that have examined how the 
packaging of different types of financial aid affects 
program completion is Astin's 1975 study of the ef- 
fect of various financial aid packages on persistence 
in higher education. Overall, his findings were that: 
(1) any form of aid seemed most effective if it was not 
combined with other types of aid; (2) participation in 
college work-iitudy programs seemed to increase stu- 
dent retention, especially among women and Black 
students; (3) work-study appeared to have its most 
consistently positive impact among middle-income 
students; (4) work-?tudy was the most effective type 
of aid when no other combinations of aid were in- 
volved; (5) grants were most effective when the re- 
cipient received no loan; and (6) the combination 
package that rendered the greatest persistence was 
work-study and major - rather than minor — loan 
support. 

Sewell and Blanchfield, 1971 

Sewell's cogent research of 1971 rendered similar 
findings to those of Astin's 1964 work. According to 
Sewell, students from higher socioeconomic status 
backgrounds entered and completed college at much 
greater rates than students of equal or even greater 
ability but from lower socioeconomic backgrounds. 
This evidence was so conclusive to Sewell that he 
championed the importance of encouraging edu- 
cational aspirations in all socioeconomic groups vis- 
a-vis the wide availability of grant assistance. 

Astin's 1973 findings corresponded with those of a 
1971 study by Blanchfield that the size of scholar- 
ships correlated positively with persistence. Accord- 
ing to Herndon (1982, p. 42), Blanchfield's study 
"was controlled in such a way that he was able to 
demonstrate that the relationship between receiving 
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a scholarship and persistence was not merely an ar- 
tifact that resulted from making such awards pri- 
marily to more able students." This same research 
by Blanchfield seemed to indicate that while grants 
motivated students to persist, loans did not. 

Jensen, 1981 and 1984 

Through his 1981 and 1984 studies of students at 
Washington State University, Eric L. Jensen has 
contributed some of the most important research 
findings about the relationship between financial 
aid and persistence. He has shown that the receipt 
of aid has a small positive influence on degree com- 
pletion and that the denial of aid to applicants who 
were ineligible for aid under institutional and gov- 
ernmental eligibility criteria has a negative impact 
on degree attainment. He also finds ( 1984, p. 126): 

An aid package made up of grant, loan, and 
work study in which grant represents the lar- 
gest single element of the package and work 
study the smallest is found to be the most 
effective for enhancing the completion of a de- 
gree program. On the other hand, a grant-loan 
package in which grant aid represents the lar- 
gest component is found to be detrimental to 
degree attainment. 

Voorhees, 1985 

In 1985, Richard A. Voorhees examined the relation- 
ship between federal aid programs and the demo- 
graphic characteristics, academic achievement, on- 
campus residence, cumulative grade-point average, 
and persistence of financially needy freshmen at an 
urban commuter university. His major findings in- 
cluded the following: 

• The direct effect of financial need is detrimental 
to both cumulative grade-point average and per- 
sistence, and federal campus-based programs 
have the mediating effect of lessening the neg- 
ative impact of financial need on both variables. 

• College work-study was found to have a positive 
total effect on new freshman persistence. 

• Regarding the fe^V e.i College Work-Study Pro- 
gram, the Suppifcfcitdto 1 .^: Educational Opportunity 
Grant Program, v.a xfce National Direct Student 
Loan Program, i$ not appropriate to say that 
one program shi**:M- b& substituted in place of 
another to profriot* srsistence, since no single 



program was found to be statistically significant 
in its direct effect on persistence" (p. 28). 

• Contrary to other findings that loans prevent 
persistence (Astin, 1975; Wenc, 1983), this study 
produced no evidence that loans have a negative 
effect on new freshman persistence. As Voorhees 
contends, the "future commitment implied by re- 
ceipt of a loan may pose sufficient incentive for 
students to approach college more seriously" (p. 
28). 

• High school rank was positively associated with 
persistence, while ACT composite scores, sex, and 
minority status were not significant in explaining 
persistence. 

• Controlling for the effects of other variables, stu- 
dents living on campus were found to earn sig- 
nificantly higher cumulative grade-point aver- 
ages than other students, and persistence was 
greater for state residents than for nonresident 
students. Voorhees concludes: "Integration with- 
in an institution and identification with a parti- 
cular campus appear to be key components in the 
academic performance and persistence of new 
freshmen with high financial need" (p. 29). 

University of California, 1980, 

and California State College, Bakersfield, 1984 

Finally, two retention studies in California have ex- 
amined the impact of financial aid: 

• In 1980, the Task Force on Retention and Transfer 
of the University of California found that Univer- 
sity dropouts blamed "external factors," especially 
"personal reasons," for leaving the University, 
and it found no significant difference in the per- 
centage of persisters and dropouts who received fi- 
nancial assistance, nor any differences by the type 
of aid they received. 

• In 1984, Steve Herndon reported on his study of 
persisters and dropouts among financial aid reci- 
pients at California State College, Bakersfield 
(CSCB). Using discriminate analysis to determine 
the association between persistence and 14 stu- 
dent attributes - sex, age, ethnicity, degree objec- 
tive, financial need, marital status, number of 
children, residence, scholarship award, grant 
award, loan award, college work-study award, 
"admissions eligibility" (a composite of high 
school grade-point average and standard aptitude 
test scores), and "Pell Grant eligibility" (a conjee- 
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tured index of socioeconomic status). His findings 
suggested that "the financial aid recipients more 
likely to persist at CSCB are those who have good 
high school grades and standardized aptitude test 
scores, reside in the college residence halls, and 
receive CWS [College Work-Study 1 as a type of aid" 
(p. 367). Moreover, while participation in College 
Work-Study clearly had a positive effect on persis- 
tence, the receipt of grants and loans did not seem 
to have a similar effect. Finally, like Astin, Hern- 
don found that "students living on campus are 
much more likely to persist than those who live 
off campus" (p. 368). 

Collectively, the literature on the effects of student 
financial aid on retention and persistence has im- 
portant implications for financial aid packaging. It 
provides evidence that these effects are by and large 
positive but that grants cad work-study assistance 
will likely encourage persistence, while loans — un- 
less they are minimized or mixed with other, larger 
forms of aid — will discourage persistence. 

Unfortunately, little is known about how cultural 
and other environmental factors influence different 
kinds of students to prepare for, pursue, and persist 
in college, or about about how different types, 
amounts, and combinations of aid, and different col- 
lege options and costs affect different types of 
students and their decisions to persist in college. 
Yet, as is true with research on access and choice, 
evidence exists that students' persistence in college 
is correlated negatively with their socioeconomic 
background, and that parents from lower socio- 
economic backgrounds are less willing than others 
to give their children moral and financial support to 
enroll and persist in college. 

Overall, the research suggests that the receipt of 
grants and work-study assistance, as well as good 
academic preparation and on-campus residence, are 
the most consistent and pronounced . motivators of 
persistence that can be manipulated externally. For 
many of the nation's colleges and universities, the 
need to improve student persistence and degree 
completion has become critically important. Obvi- 
ously, then, their need to integrate financial aid 
services with other institutional services and broad- 
er social services is not negligible. 



Incentives and disincentives 
to save for college 

Concern has been expressed by some observers that 
the availability of financial aid may lead prospective 
college students and their parents to avoid saving for 
college. For example, Martin Ahumada found ex- 
tensive criticism of federal aid policies among some 
trustees of thu University of Connecticut, who be- 
lieve that federal aid policies have been capricious 
and arbitrary, with the result that "families and stu- 
dents who do not save for college - those who are 
irresponsible — have received more federal student 
aid" while savers were "not rewarded" (1986, p. 47). 

In a 1986 report commissioned by the College Board, 
Karl E. Case and Michael S. McPherson examined 
the incentives and disincentives caused by student 
aid programs for families in saving for college . Case 
and McPherson concluded that except for a small 
portion of aid applicants, disincentives to save are 
virtually nonexistent for recipients of grants under 
the large federal grant programs. They attributed 
this lack of effect to the fact that these federal funds 
are "rationed" to students from the poorest families. 
However, they concluded that, to the extent disin- 
centives to save exist, such negative incentives de- 
rive mostly from institutionally awarded aid. 



Conclusion 

Overall, the combined positive effects of student 
financial aid on access, choice, and retention or pro- 
gram completion is substantial, and little evidence 
exists that student aid provides disincentives for 
families to save for college. Yet participation in 
higher education is a function of many factors — 
among them, the quality of students' previous aca- 
demic preparation, their family values, traditions, 
and culture, their motivation and aptitude, the in- 
fluence of their peers and role models, and even their 
knowledge of the availability of student aid - rather 
than just the financial means to attend college. Few 
studies have been designed to assess the impact of 
student aid on access, choice, and persistence apart 
from all of these other factors. More studies using 
multivariate analyses are needed in order to under- 
stand better the complex interactions among dif- 
ferent types of students, different types of aid, and 
different types of institutions regarding the impact 
of aid on educational opportunity and participation. 
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CALIFORNIA POSTSECONDARY EDUCATION COMMISSION 



THE California Postsecondary Education Commis- 
sion is a citizen board established in 1974 by the Leg- 
islature and Governor to coordinate the efforts of 
California's colleges and universities and to provide 
independent, non-partisan policy analysis and rec- 
ommendations to the Governor and Legislature. 

Members of the Commission 

The Commission consists of 15 members. Nine rep- 
resent the general public, with three each appointed 
for six-year terms by the Governor, the Senate Rules 
Committee, and the Speaker of the Assembly. The 
other six represent the major segments of postsec- 
ondary education in California. 

As of 1986, the Commissioners representing the 
general public are: 

Seth P. Brunner, Sacramento, Chairperson 

C. Thomas Dean, Long Beach 

Seymour M. Farber, M.D., San Francisco 

Patricia Gandara, Sacramento 

Ralph J. Kaplan, Los Angeles 

Roger C. Pettitt, Los Angeles 

Sharon N. Skog, Mountain View 

Thomas E. Stang, Los Angeles, Vice Chairperson 

Stephen P. Teale, M.D., Modesto 

Representatives of the segments are: 

Sheldon W. Andelson, Los Angeles; representing the 
Regents of the University of California 

Claudia H. Hampton, Los Angeles; representing the 
Trustees of the California State University 

Beverly Benedict Thomas, Los Angeles; represent- 
ing the Board of Governors of the California Com- 
munity Colleges 

Jean M. Leonard, San Mateo; representing Cali- 
fornia's independent colleges and universities 

Willa Dean Lyon, Newport Beach; representing the 
Chairman of the Council for Private Postsecondary 
Educational Institutions 

Angie Papadakis, Palos Verdes; representing the 
California State Board of Education 



Functions of the Commission 

The Commission is charged by the Legislature and 
Governor to "assure the effective utilization of public 
postsecondary education resources, thereby elimi- 
nating waste and unnecessary duplication, and to 
promote diversity, innovation, and responsiveness to 
student and societal needs.* 9 

To this end, the Commission conducts independent 
reviews of matters affecting the 2,600 institutions of 
postsecondary education in California, including 
Community Colleges, four-year colleges, universi- 
ties, and professional and occupational schools. 

As an advisory planning and coordinating body, the 
Commission does not administer or govern any insti- 
tutions, nor does it approve, authorize, or accredit 
any of them. Instead, it cooperates with other state 
agencies and nongovernmental groups that perform 
these functions, while operating as an independent 
board with its own staff and its own specific duties of 
evaluation, coordination, and planning, 

Operation of the Commission 

The Commission holds regular meetings throughout 
the year at which it debates and takes action on staff 
studies and takes positions on proposed legislation 
affecting education beyond the high school in Cali- 
fornia. By law, the Commission's meetings are open 
to the public. Requests to address the Commission 
may be made by writing the Commission in advance 
or by submitting a request prior to the start of a 
meeting. 

The Commission's day-to-day work is carried out by 
its staff in Sacramento, under the guidance of its di- 
rector, who is appointed by the Commission. On 
August 1, 1986, William H. Pickens assumed the di- 
rectorship from Patrick M. Callan. 

The Commission issues some 30 to 40 reports each 
year on major issues confronting California postsec- 
ondary education. Recent reports are listed on the 
back cover. 

Further information about the Commission, its 
meetings, its staff, and its publications may be ob- 
tained from the Commission offices at 1020 Twelfth 
Street, Third Floor, Sacramento, CA 98514; tele- 
phone (916)445-7933. 
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PURPOSES AND EFFECTS OF STUDENT FINANCIAL AID 
California Postsecondary Education Commission Report 86-16 



ONE of a series of reports published by the Commis- 
sion as part of its planning and coordinating respon- 
sibilities. Additional copies may be obtained without 
charge from the Publications Office, California Post- 
secondary Education Commission, Third Floor, 1020 
Twelfth Street, Sacramento, California 98514; tele- 
phone (916)445-7933. 

Other recent reports of the Commission include: 

86-4 Expanding Educational Equity in California's 
Schools and Colleges: Recommendations of the Inter- 
segmental Policy Task Force on Assembly Concur- 
rent Resolution 83 (March 1986) 

86*5 Background for Expanding Educational Equi- 
ty: A Technical Supplement to the Report of the In- 
tersegmental Policy Task Force on Assembly Con- 
current Resolution 83, Expanding Educational Equi- 
ty in California's Schools and Colleges (March 1986) 

86-6 Director's Report, March 1986: Overview of 
the 1986-87 Governor's Budget for Postsecondary 
Education in California (March 1986) 

86-7 Standardized Tests Used for Higher Education 
Admission and Placement in California: A Report 
Published in Accordance with Senate Bill 1758 
(Chapter 1505, Statutes of 1984) (March 1986) 

86-8 Feasibility Plan for a Comprehensive Student 
Information Study: A Report to the Legislature and 
Governor in Response to Assembly Bill 880 (1984) 
(March 1986) 

86-9 The Need for Statewide Long-Range Capital 
Outlay Planning in California: An Issue Paper Pre- 
pared for the California Postsecondary Education 
Commission by Frank M. Bowen. (March 1986) 

86-10 Migh School-College Relations in California 
and The Articulation Council: A Report to the 
California Postsecondary Education Commission by 
William Chance (April 1986) 

86- 1 1 Update of Community College Transfer Stu- 
dent Statistics, University of California and the Cali- 
fornia State University, Fall 1985 (April 1986) 



86-12 Time and Territory: Phase II. A Report to 
.the. Legislature in Response to Supplemental Lan* 
guage in the 1985-86 Budget Act. (April 1986; see 
86-2 for the first of these two related reports) 

86-13 Progress in Facilitating the Transfer of Com* 
munity College EOPS Students: A Report to the Leg- 
islature and Governor in Response to Assembly Bill 
1114 (Chapter 1586, Statutes of 1985) (April 1986) 

86-14 A Permanent Site for Los Angeles Mission 
College: A Report to the Legislature and Governor in 
Response to a Request for Capital Funds from the Los 
Angeles Community College District. (April 1986) 

8C-15 Student Financial Aid in California: The 
First of Two Background Papers on Student Finan- 
cial Aid Issues and Options Prepared for the Califor- 
nia Postsecondary Education Commission, May 1986 
(May 1986) 

86-17 Director's Report, May 1986: Enrollment 
Trends in California Higher Education, 1980-1985 
(May 1986) 

86-18 Director's Report, June 1986: The Master 
Plan After Twenty-Five Years. (June 1986) 

86-19 Analysis of the State University's Criteria 
for Approving Permanent Upper-Division and Grad- 
uate Off-Campus Centers: A Report to the Governor 
and Legislature in Response to Senate Bills 785, 
1060, and 1103 (1985) (June 1986) 

86-20 Annual Report on Program Review Activities 
1984-85: The Tenth in a Series of Reports to the Leg- 
islature and Governor on Program Review by Com- 
mission Staff and California's Public Colleges and 
Universities (June 1986) 

86-21 Eligibility for Institutional Participation in 
the Cal Grant Program: A Report to the Legislature 
and Governor in Response to Senate Bill 362 (Chap- 
ter 772, Statutes of 1985) (June 1986) 

86-22 Transforming Data into Information: Im- 
proving Student Performance Reporting: A Staff Re- 
port to the California Postsecondary Education Com- 
mission (June 1986) 
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